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MCI Communications
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006

RECEIVED

NOV 19mB
i'tDEIlAL. COMIUBCATIONS COMI_

OFFICE OF THE SECRE1MY

November 19, 1998

Ms. Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street, N.W.
Washington, DC 20554

EX PARTE

Re: CC Docket Nos. 96-98; 98-79; 98-103; 98-1611CCB/CPD 97-30

Dear Ms. Salas:

Please include the following letter to Chairman Kennard and the FCC Commissioners in the
above referenced docket.

Very truly yours,

~~
Bradley Stillman
Senior Policy Counsel
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MCI Communications
Corporation

1801 Pennsylvania Avenue, NW
Washington, DC 20006

RECEIVED
NOV 191998

November 19, 1998

William Kennard, Chainnan
Federal Communications Commission
1919 M Street, N.W.
Washington, DC 20554

EX PARTE

Re: CC Docket Nos. 96-98; 98-79; 98-103; 98-161; CCB/CPD 97-30

Dear Chairman Kennard:

As the Commission deals with the jurisdictional questions surrounding dial-up calls tenninating
to infonnation service providers (ISPs), MCI WorldCom believes the Commission must make
clear that reciprocal compensation must continue to be paid for traffic exchanged between
incumbent local exchange carriers (ILECs) and competitive local exchange carriers (CLECs)
serving ISPs as end user customers. The financial consequences for CLECs, and ultimately the
customers of CLECs and ISPs alike, are grave if the Commission stays silent on this issue.

The attached documents offer one concrete demonstration why the Commission must do all that
it can to remove any ambiguity concerning the validity of existing reciprocal compensation
arrangements. These documents include an unsolicited proposed settlement offer from BellSouth
to MCI WorldCom's MCIm Access Transmission Services, Inc. division, and MCI WorldCom's
written response. Although BellSouth's cover letter ofNovember 5, 1998 claims a negotiation
and an agreement to keep discussions confidential, MCI WorldCom's response clearly indicates
that it neither entered into any negotiation, nor agreed to keep any discussions or materials
confidential.

Under the terms ofthe proposed settlement, BellSouth would agree to pay its outstanding debts
owed for reciprocal compensation for ISP traffic under the companies' interconnection agreement
at no more than 15 cents on the dollar. The offer was only valid if agreed to before 12:00 noon
on Thursday November 5, 1998, or before the Commission released an order addressing
reciprocal compensation for ISP traffic.

As you can see from these documents, concerns of MCI WorldCom and other CLECs are not at
all unfounded. BellSouth, and undoubtedly other ILECs, are eager to take advantage of any
uncertainty or ambiguity surrounding these questions in order to wreck havoc on existing
contractual arrangements with CLECs. The Commission's failure to articulate, clearly and
unequivocally, that all reciprocal compensation obligations must be fully met will create very
serious consequences for CLECs, in tenns of both continuing and maintaining current operations
and meeting business plans by raising necessary capital to build out networks.



As related in previous filings and correspondence, MCI WorldCom's position on the question of
the jurisdiction ofcalls terminating to ISPs, and ILEC obligations to pay CLECs for such calls, is
clear. As it is impossible to "call the Internet" directly, MCI WorldCom maintains that only one
call is involved -- from the end user to the ISP -- with the ISP subsequently providing
enhancements necessary to route these calls either locally, or over separately-purchased interstate
facilities to the Internet. In short, the entire transmission consists ofone local exchange call and
a jurisdictionally separate and distinct interstate or intrastate information service.

Should the Commission not adopt MCI WorldCom's view of the jurisdictional nature of traffic
terminating to ISPs, in the alternative MCI WorldCom supports the so-called "mixed
jurisdiction" legal theory espoused in recent ex parte letters filed by ITAA and ALTS (Letter
from Jonathan Nadler to William Kennard, CCDocket No. 96-98, November 5, 1998, at 2-4;
Letter from Jonathan Canis to Magalie Salas, CC Docket No. 96-98 et aI, November 13, 1998,
attachment at 1-2). Under this theory, because traffic to ISPs is both jurisdictionally mixed
(interstate and intrastate) and inseverable, the FCC can assert federal authority over dial-up ISP­
bound traffic, while at the same time deferring to decisions by state public service commissions
-- including those concerning reciprocal compensation -- which do notnegate valid federal
policies. As a result, the Commission can stateunequivocally that the decisions of 24 state
commissions requiring the ILECs to pay reciprocal compensation are to be left undisturbed by
any jurisdictional ruling.

However the Commission decides these important legal and jurisdictionalquestions with respect
to dial-up traffic to ISPs, the larger goal should not b~Jost.. ¥CI W'QrldCQmurges the
Commission to make crystal clear that,-at mimmum,tne decislons-ot24 stciteCoiiUmssloDs'
obligating the ILECs to pay reciprocal compensation under existing interconnection agreements
are not to be disturbed.

Please feel free to contact me should you have any questions.

Very truly yours,

~OL~
B~y~lman
Senior Policy Counsel

encl.

cc Commissioner Susan Ness
Commissioner Michael Powell
Commissioner Harold Furchtgott-Roth
Commissioner Gloria Tristani
Katherine Brown
Lawrence Strickling
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-"MO Tehl<ommunlQtions
Corporation

Two Northwinds Center
2520 NOtthwinds Pa~way
Alphar~t'ta. GA 30004

November S, 1m

PatFmk:o
BcUSoaIh Telecw • uIJbliMs. IDe.
Rooaa 34591 BellSolidlo:-r
61S West Pta:IIDee ser.. N.E.
AIJaDII, Geoqia 30315

DearMr. F"mka:

nus is ill R$pClGSe 10 you( kau IDd 1f»"''lJAnyiac IettJemeIll~ dated November 5, 1998
rqpIdIDc i«:ipocal oompenadoD for ISP tidic.

MOm..JOUr P'QPO&Od se:cdcaIwft W«eeFUbk· MCIIIl My apeca IkUSoutb to P8J 100%01
what it owes NCIIIl for ncipocIl c:oqM.....01ISP1nIicat CIIkd b by the lDteaeomleCt\oD
A&xee1i'lCNs betweea BeDSouthadMCIIIL MCIID woaId also expect BeIlSoaIb10 ply • as piIt of
our DlX"IDI1bit'"pactk:Ies. my__01'1Ieefees. ","

In ac1ctiIion.lbc sa...ia your lea«dm we....10klcp.....iow C181his issue QOIIftdentiaI
is iMcoID'e IIIdie &st place. we did. DOt eurer lao~ BeDSoQdl simply COIiIil'DieWd
1Il6r1balMaaalaaslfiec'ed. Mere IwpHtUly. we~......., keep.ourQOlDDlU"karims
COIdic1atIial NClmftICn'CS~Ji&btto~dae~.~itdeemsQiqWiate.

SiDcaely,

~;;}.JJi....-/Jt
Walter J. $dpnidt

SdrW·c..- ApeeIDeIIIS
EastaD pieMcja( 0ptnII0IIs

~; MaR:d 1Ie:IIq. MCIm
D.IralWocn. Mala
Jeay Beau"..;.BeBSoadl

** TOT~ PAGE.02 **



@ 8ELI.SOUTH

........T......._i.........
Room 34$11 aensOUlll C.Met
175 Wttl , ••CIrlrIe S.,. N.f.M.""" hOltl, 3G17S

November 5, 1998

Wally Schmidt
MClm
Two Notthwlnds center

. 5th Floor
2520 Northwinds ParkWay
Alpharetta, GA 30004

Dear Mr. Schmidt

Enclosed is an agreement for your.review. In aceardance with our agreement to
keep this MgOtiation confide"tiaI. ""_.do not disclose this~t or the_ _
contents of thie document to any third party. .

ThiS agreement represents an offer which will remain open until either 12:00 noon
ET on Thursday, November 5, tgg8, or until the f~~relea&eS an order
addressing reciprocaJ compensation for ISP tr8ffiC~WhjChcMr is eartier. This
agreement. signed by MClmetro Access Transmission Services. must be received
by me no later than 12:00 noon ET on Thursday, November 5, 1998 if MClmetro
Access Transmission Services elects to execute the agreement.

Sincerely,

0-
Pat Finlen
Manager - Interconneetion services

Attachment

Cc: Jeny Hendrix



CONFIDENTIAL
SE1TLEMENTAGREEMENT

This Confidential SealemeDt Apement ('Seft1elnellt Apement") is made and entered
iDIo chis S· day of November. 1998. by IDd beIween BoIlSoum Tolecommunic:ations. Inc.
("BellSouth"} on its OWD behalf ADd OD behalf of its put, prescat cd f1aIure qeau. employees.
aft'l1iaIe&. successors, subsidiari~ pcenl COlDpaD)', end aDyODe claiming for the beaefit ofmy of
them. and MCIm Access Tl'aDSmisaioll ScMca.IDe. ("MCIm") IS more~b dctincd.herein.

Deft.ldau .

UMCJm" means Melm Acctss TJ'lInsmission Services, ~.Lits ~present IDd future
aeonts, fiduciaries. representalives. emploYCC5. predecessors. .suaeuors. aasigns, insurers.
executors, and aDyone elaimiqfof the~1 ofany o!!bem.

The "Subject Cases", means .In)' rqularol'l proceecfina,··ciw~-~ cri.lftiaal.~n, ..
appeal, or arbitration in wIUcb- MClm is either a partyormtc:rvenor. .'.

Tho ICIntercODDec:tion Apemcm" mew the COJ11I'KtS entered ~co~ Be11South
md Melm on DeClember 21~ 1991 for Alabama. JUDO 3, -Im for Florida. March 7, l~" for
OeorQia. August •• 1997 for Kentucky. August 9.1997 for LoWsiau. .Augusl7.1997 for
Mississippi, A:pti122, 1997.f'orNorth CaroliM, AUlust 7, 1997 for SoutbCarol_ and April 4.
1997 for Tennessee.

"The Parties.. means Be!lSouth..Mel...

Repnseataflcuu, Terms ud C.lUlidou

WITNESSETH:

WHEREAS. MCIm is mvolved ill 1be Subject Cases aJlegiDg 1baI BellSolllh brelCbed che
InIercanneetiOI1 Apeement by failill8 to pay reciprocal compeDSaliOIl (or ISP 1raftie, and;

WHEREAS. BeUSouth denies thai it owes reciprocal coJDpeDSltion under dle terms of
the IntcrcooDedioa Apcement as JSP ua1fic is interstate in~ and;

WHEREAS. The Partieso~ tI? ~,~JDIIlliplc ...~,•.ar1sq o~of ... ~..
The Partiesl respective~__~"~~~·.~.re~.·a.MlaDd ..
final compromise ofall matters ancl iJsues ia the Subject Cucs..1DlI; ...

WHEREAS, the federal CommunicatioDS Commission \FCCi. on October 30, 1998.
issued a Memorandum Opinion and Order ill which il held that ..ADSL tariff'offerinc filed by

,.



GTE was intcrswe in DaNre and jDdi~aled that it would release an order within the week as to
whedter ISP traffic is interstate in nature, IDCl;

WlmREAS. The Partielul1icipate that the FCC will rule on the reciprocal compensation
for ISP traffic issue in the immediate NtuJe, uul;

WHEREAS. The Parties seek to establish a new workil\l relationship loiDI fOJ'Wlld;

NOW, THEREFORE. in considcnl:ioo of the muruaJ acnemcnu. \&Ddertalcinp and
reprcsentatioDS contained hmin. the paymeDl oftbc amounts sel forth below, aud other 8* and
valuable consideration. the reoeipl of which is hereby ac:kDowtedpd. The Panies agree as
(ollows: . ..::.

FCC Procccdiap

The Parties ape 1baI the Seulemeot Apeemeat will DOl be affedecI by SlIbseq\aent FCC
decisions. In~ The Parties enter into tbia SeaIemeut Apecmear IDIicipatiDt that the FCC
will issue & subsequent decision on1be ISP traftic issue. The Parties Ire he to participate in any
FCC ptoceedilll opeDed to consider the appropriate 1reaImeIIt of lSP traffic, Of to appeal any
FCC decision.



'.

.I

The Parties accept the considoration exchaDged herein as a complete compromise of
matte", invotvina disputed issues oflaw and Dct IDd assume the risk thai the faet.s or law may be
otherwise than they believe. It is UDderstood aDd aped bctweCD The Palties lha1 this settlement
is a compromise of disputed claims. and 1ft' paJ1Deftt, credit or refund is not to be construed IS
an lIdmisstoll of liability on the part ofeither ofThe Puna. and by whom liability is expressly
denied. In addition. The Panies agree !bat lIy paymem made PllrSQaDt to the Settlement
Agrtemeat is not a reciprocal compensation peymem for ISP traffic. -

p.,..........

Any payments due -Under~ tenDs, of die .SecdeaaeDt~. will be made· within
sixty (60) day, of the elate 1be SettlemeDt,~ is CXCCP&Od, ~ 'PaymeDis WiD· be mIde iD
accordaDce with the DOrIDI1 buainas praCtices...The hities. _. - -

~ .'daeS.bjed Cues

WithiD teD (J 0) da)'s of the p&yIIlCDt of Ibt amounts due JMSUIDt 10 Ibis SettJemeftt
Agreement, coUDSel for MCIm·-wiU disJI'liss IDJ pe:nctiDa Suf»jeci-eae.:~ bib evem'MCIm's
stalUS in any Df the Subject Cases is that ofan interVeaOf. it win withdraw from theSubjed Case
witIM tea (10) days.

The Panics acbowle<lae. un4er'Stuict aDCl Ipee m. this SeuI~t Agreement was
entered into &ad~ wbile'cliscowryWl$ DllloinI in tIl*'Suhject c.es and 1bal·diseoYery
was DOl complete, iDcludinS1be~0Ds ofwitDessea, prOductionofcloCWneDlS. answeriDI of
inrerroPlGries ancl aU olber forms of cIiscovay available ill civil aetiou. The Partie$ represent
and wamDt that notwithstaDding the ror..aiDg. each af them received all infonnatioll necessary
and prudent to independendy, and without reJiaDc:e OD the other. make the decisioD to enter into
this Scltlemcnt AIJUIDCU' and acbowleclee 'dIat~ pItI)' bas made my repmentatiom or
warranties except as set forth in this Settlement ApecmCDl

With the exception of those costs 1ft forth &bow, The Parties agree to bear their own
auomey's fees and costs incurred in each ot1bc Suiject Cases.



· ----------
The Parties reprelel11 and wmant that each has the sole rigbJ and exclusive authoritY to

eJCecute this Settlement Aereement and to receiw paymems or retUnds in settlemeDt of the
Subject Cases; and that neither of The Parties has soJd, assi&ned. uansferred. conveyed.
promised. or otherwi5e disposed of Illy of 1be claims, demlD4lt obligations or causes of action
referred 10 in this Senlernent Agreement.

Coaradea.1ity

The Punes ape that &his SeaJemeat Apecment and jIs terms, includiDI wi1bout
limitalioo. 1be amount of the paymata. tdbDds,,'CNditt « ISSUSaftts set fcmta-above. arc and· -­
shall be kept confidemill betweeD Tho PilJ'rieL ExClCpt to tile.extem"that elthero! Tho Parties ­
reasonably believes it it required to cIiIc10te CCI!Iin oCtbe terms-ottbis SettJcm.em Agreement to
its stockholders. or ill the ftliJlp with the Sec\Iri1ies ad ExchaDgc Commission. the stale
rcaulatory body. or to others (exclllSive of 1he DeWS media) ill coanecdOll with its business
affairs; or 10 the extent that either ofThe PIr1ies is required to disclOse me'termS of its individual
scUlcmcm to the tuiDg IUtborilies or odIeIswitJlteSpeCt.lO.tax~ or 10 the exteDl required
by JUbpoena Dr other onIer.of •.court of competeaf jarisclicdOll; die' tams and CODditiObS oftJais
Settlement Agzeem~ iGduding 1be IInOUDQ of ."payments. re1bnds.-creditl or assessments
shall remain confidential and shall DOt be disclosc4. In the evem of issuaDce of a sub~
MeIDl will immediately notify counsel for Be!JSoutb. The Parties and their co\IDsel ape that
they will DOt commeDl on the substance or wrms of Ibis SeUlemen"r Apeemenl. or diJclose or
reveal directly or indirecdy Illy tenns of chis SeUJemen1.Agreemeat to any person or -If­
unless writteo consatis: givenoy the other. except to the effect that die-Subject cuet-were""
resolved amicably. that The PaI1ies and their counsel are ~d by the limitatioM of this
SettJemeut Apecmeot, and IS set forth in this parapaph.

The Parties aDd their counsel IDd their representatives specifically consent to this strict
cantidentiality and shall Dot disclose, other than as may be mutually agreed 10 in writing. any of
the 1enn5 or coDditioas of this SeU1emeal AereemeDt. This Seulemenc A&leement shall not be
filed in any of the Subject Cases UZIless necessary tor enforcement purpoteS.

EDlin AIr......, ... s.ecMHn iD laterat

This SetI1emenr Aareemeat. alODl with my ok cIocwnents specifically referenced 1$

Exhibits herein, reflects the eDtire opeemeDt ancI UDdersttadina helMeD The Parties with respect
10 tbe settlement COJde1nplated herein, supersedes all prior agreements, arranacmems.
~ commUDieations. represen1a1ioas or wamDties. both orallDCl wriueD. re1arecl to
£be subjecl maner hereof, and sbal1 be biDdiq upoIl aad inure to the benefit of the executors,
administralOrl, persoDal represeawives. hein. ups, aDd successors ofeach.

Sn.nbility ofPro"'"



The Panies agree tbIllnY provision ofthis SeuJerneJlt Agreement which is prohibited or
unenforceable in any jurisdictioll shall, as to suchjurisdictioll, be ineffective to the extent ofsuch
prohibition or unc:nforecability, without in~alidatiDa the remainiq provisions hefeof or affecting
the validity or enforcabillty ofsuch provision ill any otherjurisdiction.

~verailac Law

'Ibis Seale:rMnt ~t incNdl...- -aU IDIIIen of c:onstruction, -validity IIDd
perfOnDlDCe shall be IOvemed by. and construed ad iDterpr&ted in accordaDcawidl. the l..-or
the State of Georsi' withoiil givins effect to -the choice of law or c:cmflicts of law provisiaDs
~t .

Additioaal DocuDieati

The Parties agree to cooperate Nlly and execute any and all SUPP)ClDCJltar)' documents
and to take all additional actions which may be De*Sazy 01' appropriate to give fUll force IUd
effect to the terms IDd UlteDt ofIhis SettlGllCllt Apcemcllt.

c..........

This Senlemem Apeement may be executed in counterpans, each of which shall be
deemed an orilinaJ. but all orwhich toaetber shall CODSli1ute one 8D4 the same instnameDt.

Advke ofC...... '.ad...ofJ\peeIa.t

The Panies 1CIcnow1edge. zeprcleIll IDd WIftaDIIbaI each bas beeD fully advised by its
attomey(s) concel1'liDg the execution of this Seall!lneDt Apomeat, that each bas fully read ad
understaNIs the terms of this SenJement ApeemllJC, aad dial each has freely aM voluntarily
executed lhisS~ Apement. The Parties Idmowled~ represent and warrant that eadl
relies wholly upon its uaderstaDdinl of thia Seulemeat ~t, thai each bas been
reptaented by counsel in COftDeCtioD herewith, and that it enters into dUs Settlement Alreement
of i1s own &ee will without relilDCe upon aD, sratement. iIKtucaDea~ promise or represeDtation
of the other patty or anyone .be not fully expressed Mr.iA.

p~e.9?



IN WITNESS THEREOF. The Panics have duly cxecU\ed this Settlement Agreement as
oCthe day and yeu lint above written.

MCIID AcUII Transmillioa ScI"'iCfts
IDe..

By:

Name: _

Title:. _

Date:

.......... ~ teo a-t .....

BeIISo." TelecolDlDlIlhcatioDt, IDe..

By:' _

Name: Jerry D. Hendrix

TItle: Dircaor-lDtcJconDeetion
ServiceslPricing

Datc~, _
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